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PART V 



Lla Introduced In tho Constituent Assembly ol India (Legislative), Reports | | q "J y 

of Select Committees presented to the Constituent Assembly of India 
(Legislative) and Bills published under Rule 39 of the Constituent Assembly 
(Legislative) Rules of Procedure and Conduct of Business. 


GOVERNMENT Oil’ INDIA 

CONSTITUENT ASSEMBLY OF INDIA (LEGISLATIVE) 

New Delhi, the Llt/i January, 1949. 

No. F. 102-1/49- A. — Under Rule 89 of the Constituent Assembly (Legisla- 
te) Rules of Procedure and Conduct of Business, the Governor General has 
>en pleased to order the publication in the Gazette of India of the following 
ill, together with the Statement of Objects and Reasons relating thereto, and 
le Bill and the Statement of Objects and Reasons are accordingly published 
r general information : — 1 


A, Bill No. 1 op 1949 


A Bill 'to limit the dividends which may be paid by public companies 

Whbebab it is expedient to limit the dividends which may be paid by public 

It is hereby enaoted as follows: — 


Preliminary 


L Short title, extent and duration.— (I) This Act *yuv be called the Public* 
Omprmiea (Limitation of Dividends) Act, 1949, 


, It extends to all the Provinces of India, and also to every Acceding State 
le extent to which the Dominion Legislature has power to mate lawn for 
jafl State aa respects the matters dealt with in this Aot. 


(3) It shall remain in force only up to the 81st day of December, 19f$0. 
a. DeflnRIona.— In this Aot, unless there is anything repugnant in the sub* 


(«) "Companies Aot" means the Indian 
1918); 


Companies Aot, 1918 (VH of 


A 
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(f>) ‘'company 1 ' means a public company as defined in clause (13A) ol 
section 2 oi the Companies Act, and includes— 

(i) the Imperial Bank of India constituted under the Imperial 
Bonk of India Act, 1920 (XEVII of 1020); 

(it) any trading, banking, insurance or finance corporation consti- 
tuted by or under nny other law in force in India, provided that such 
corporation, if it had been registered as a company under the Com- 
panies Act would not have been a “private company’’ within the mean- 
ing of that Act ; and 

(Hi) any other incorporated body which the Central Government 
may, by general or special order, declare to be a public company 
the purposes of this Aot, 

but does nol include a co-operativo society registered or deemed to be registered, 
under the Co-oporative Societies Act, 1912 (11 of 1912), or any other law rela- 
ting to co-operative societies in force for the time being in any part of India; 

(c) “financial year” means the year commencing on the 1st day of 
April. 


Limitation of dividends 

3, Dividends not to exceed certain limit*.— No company shall, after the 
commencement of this Act, distribute as dividend during any financial year, 
any sum which exceeds, or which, when taken with any sum already diatnbu- 
®ed as dividend during the same year whether before or after the commence- 
ment of this Act, will exceed — - 

(a) six per cent, of the paid-up capital of the company as on the last 
day of the period in respect of which the dividend is distributed, after 
deducting from such capital all amounts attributable to the capitalisation, 
on oi utter the 1st duv of April, 1948, of one oi more of the following, 
mini el v, reserves profits and appreciation of assets, or 

(b) the average annual dividend of the company, determined in the 
manner specified in sections 5 to 7, 


whichever is higher. 

4. Limit of six per cent, to be exclusive of income-tax paid by company.— 
The limit of six per cent, specified in clause («•) of section 8 shall be app ed to 
the amount oi dividend distributed by the company among its shareholders, 
payments made by the company by way of income-tax being ignored. 

5. Dividends and periods tc be taken into account for determining av^ftRe 
annual dividend,— The average annual diudend rcteried to m clause W 

tion 3 shall be determined with reference to- 

fa) the total Of the dividends distributed by such company (otherwise 
than by way of bonus shares) during the period of two years commenc g o 
the letday of April, 1946, and ending with the 31st day of March, . 

(b) the total of the periods in respect of which each such dividend has 
been distributed, no period however being counted more thrn on . 

Provided that where an interim dividend for any period has been dis- 
rrova . -i ippg and a final dividend has been 

SKwkws KIP « “ 

to the total of the dividends referred to in clause (a). 
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list da\ ol March, 1948, aid a final dividend Ints been or is distributed in 
respect of the same period after the latter date, then — 

(i) if the final dividend was distributed before the. 5th day of 
October, 1948, it shall be added to the total of the dividends referred 
to in clause (a); 

(ii) it the final dividend was or is distributed on or after the 5th 
day ol October, 1948, the interim dividend and the period in respect 
of which it was distributed shall not be taken into account for the pur- 
poses of this section; but it shall be opey to the company to olaim that 
the interim dividend (but not the final dividend) shall be added to the 
total of the dividends referred to m clause (a), in which case the period 
in respect of which such interim dividend was distributed shall be taken 
into account for the purposes of clause (b). 

6. Date of distribution of dividend.— For the purposes oE this Act, a divi- 
dend shall be deemed to have been distributed by a company on the date on 
which the shareholders or their legal representatives have a right to receive it 
from the company, whether or not it has been actually paid. 

7. Provision for increase or reduction in paid-up capital. — (1) (a) Where, sub- 
sequent to the distribution by a company of any dividend which has to be taken 
into account I'oi the purposes of < lause (b) of section 3, its paid-up capital is 
increased by any amounts actually paid in cash, or 

(b) where, before the distribution of any such dividend, the paid-up capital 
of a company is increased by any amounts actually paid in cash, but the amount® 
so paid are not entitled to the benefit of such dividend, 

such dividend, and every prior dividend which has to be taken into account for 
the purposes aforesaid, shall be doomed to have been augmented — 

(i) pro rata, if the increase took place before the 29th day of October, 
1948; and 

(ii) by a sum equal to six per cent, per annum of all amounts paid in 
cash both by way of share capital and by way of premia, if the increase 
took place after the 29th day of October, 1948. 

(3) (a) Where subsequent to the distribution by a company of any dividend 
which lias to be taken into account for the purposes of clause (b) of section B, 
its paid-up capital is reduced, or 

(b) where, before the distribution of any such dividend, the paid-up capital 
of a company is reduced, but the whole of the capital as it stood before such 
reduction is entitled to the benefit of such dividend, 

such dividend, and every prior dividend which has to be taken into account for 
the purposes aforesaid, shall be deemed to have been diminished pro rata. 

Preference shares 

8. Special provision lor preference shares. — Nothing tontnined in this Act 
shall be deemed to limit in any vay the dividend payable on preference shares 
issued and subscribed for before thp 291h dav of October, 1948, 

9. Prohibition of issue of preference shares at more than six per cent. — -No 

company shall, after the 29th dny of October, 1948, issue preference shares 
carrying a right to a dividend nt a rate exceeding six per cent per annum. 

Miscellaneous 

10. Power to make rules. — (I) The Centinl Government nmy, by notification 
hi the official Gazette, make rules to carry. out the purposes of this Act. 
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(£) In particular and without prejudice to the generality of the foregoing 
power, such rules may provide for — 

(i) the adaptation of the provisions of this Act with a view to their 
application to all or any of the bodies declared to be public companies 
under sub-clause (Hi) of olause { b ) of section 2; 

(it) the prevention of the evasion of the provisions of this Act, and 
the removal of difficulties in giving effect thereto. 

11. Power to make exemptions, etc. — The Central Government may, by 
order, exempt any company or class of companies from all or any of the pro. 
visions of this Act, or make any modification in the application of the said 
provisions to any company or'class of companies. 

12. Penalty. — Any director, managing agent, manager or other officer or em- 
ployee of a company who contravenes or attempts to oontravene, or abets the 
oontravention of or attempt to contravene, any of the provisions relating to the 
distribution of dividends, or the issue of preference shares, contained in this 
^Aot or in any rule, notification or order issued thereunder, shall be punishable 
with imprisonment for a term whioh may extend to two years, or with fine, 
or with both. 

13. Repeal of Ordinance XXIX of 1948. — ( 1 ) The Tublio Companies (Limi- 
tation of Dividends) Ordinance, 1948 (XXIX of 1948), is hereby repealed. 

(2) Notwithstanding such repeal, any rules made, action taken or thing 
done in exeroise of any power conferred by or under the said Ordinance shall 
Be deemed to have been made, taken or done in exercise of the powers conferred 
by or under this Aot, as if this Act had come into force on the 29th day of 
October, 1948. 


STATEMENT OE OBJECTS AND REASONS. 

The Public Companies (Limitation of Dividends) Ordinance, 1948, limiting 
the amount which may be distributed as dividend by public companies, was 
promulgated on the 29th October, 1948, as one of the measures to combat in- 
flation, and increase the financial resources available for industrial develop- 
ment. The present Bill seeks to continue the provisions of the Ordinance for 
a further period, that is, until the 81st December, 1950. 

2. The Bill is limited to public oompanies, and it provides that the amount 
distributed as dividend should be limited to the average annual amount dis- 
tributed in oash during the two vears endiug 81st March, 1948, or six per oent. 
of the paid-up capital of the^ompany. whichever is higher. In calculating 
the amount of the average dividend, allowance is to be made for any alter- 
ations in the paid-up capital. The rights of holders of existing preference 
shares are not to be effected, but the return on future issues of such shares is 
to be limited to six per cent. 

JOHN MATTHAI. 


New Delhi; 

The 20th December, 1948 


M, N. KATIL. 

Veey. fa the Govt, of India. 


